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Agenda

9:00-9:05 Introduction Mary Hawken
9:05-9:10 Opening Remarks Elliot Mainzer
9:10-9:55 Power Expense & Capital Overview Mark Gendron
Lorri Bodi

9:55-10:40 Transmission Expense & Capital Overview Richard Shaheen
10:40-10:55 Break =

10:55-11:35 Agency Services Expense & Capital Overview Claudia Andrews
11:35-11:50 BPA Expense & Capital Overview Nancy Mitman

Capital Related Costs
Key Strategic Initiatives

11:55-12:00 Next Steps Mary Hawken

12:00-12:25 Open Discussion IPR Audience

12:25-12:30 Closing Remarks Elliot Mainzer

12:30-1:30 Lunch ~

1:30-2:45 Reference Case Workshop Brian McConnell, Rebecca
Fredrickson, Peter Williams

2:45-3:00 Break =

3:00-4:00 Capital Portfolio Management Workshop Doug Ballou
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Introduction

A BPA has consolidated the IPR and CIR into a single process.

r

A Today's meeting focuses on key elements in proposed capital and
expense spending levels for Power, Transmission and Agency

Services for FY 2018-20109.

A BPA looks forward to hearing your comments and having a robust
discussion with the region regarding proposed IPR/CIR levels.
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Overview

Power S e r v ipelengdry estimate of the rate increase is 4 to 9 percent!.

Power Services minimized proposed IPR expense spending level increases to
$73 million, on average annually, by:

scrutinizing program costs and focusing on areas with the most flexibility,
such as Power ServicesoOoO Internal 0

funding the highest priorities and deferring or eliminating other programs,
projects and contracts

taking a hard look at staffing levels and assigning employees to focus on
the highest priority work

Power is proposing to ramp up its FRPS capital program to $300 million
annually to unlock significant long-term benefits, such as increased power
production, with minimal near-term rate impacts and slightly lower future rates.

1Significant rate uncertainty remains primarily due to uncertainty in gas and electricity price forecasts.
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Revenue Requirement

| 5N

Potential Power Revenue Requirement

FY 2018-2019 Average

Capital Related Costs
32%

IPR Costs
47%

Residential Exchange
11%

Transmission Acquisition  poer Purchases .
and Ancillary Services 3% Total $2.9 Billion

7%
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Power Internal Support
6%

Bureau of Reclamation
12%

NW Power & Conservation
Council

1% Total $1.4 Billion

Non-Generation Operations : _
7% \ Corps of Enginee
\ y 18%

Fish & Wildlife
22%

Columbia Generating Station
22%
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Potential Power Rate Effects

A B
Estimated Change
FY 16/17 to FY 18/19

% Change
$ (million) in Rates

Revenue Requirement Costs

1 Columbia Generating Station 14 0.7%

2 Bureau of Reclamation 10 0.5%

3 Corps of Engineers 10 0.5%

4 Fish & Wildlife 8 0.4%

5 Renewables (3 -0.1%

6 Energy Efficiency 0 0.0% 1. Energy EfficiencyExcludes Legacy and EE Reimbursable

7 Internal Operationg’ 15  0.8% Development Program, those estimates are captured in Other Co

8 Undistributed Reductiof 20  1.0% 2. Internal Operations includes Power's Non-Generation Operation:

9 IPR Expense Sub-Total 73 3.7% Agency Services G&A, Post Retirement Benefits and KSI Costs.

3. Undistributed Reductions estimated at $10 million on average,

10 Capital Related Costs (77) -3.8% annually for FY 2018-19. o o

11 Other Costé 3) -0.1% 4. Capital Related Cosisiclude Deprem_atlon, Amonlzatlon, MRNR, N
12 Residential Exchange 22 11% Interest and Non-Federal Debt Service. Also includes a portion ¢
13 Transmission and Ancillary Services 2 1.1% debt management actions not otherwise allocated to offsetting th
14 Energy Efficiency Expense Offset 9 0.4% effect of moving Energy Efficiency from capital to expense. Forec
15 Non-IPR Cost Sub-Total @7 -1.3% based upon expected refinancing of ENW debt. Based on 2016
REVENUES proposed CIR levels.
M)iscounts 1 0.0% 5. Other Costs included LT Gen Projects, Colville Settlement, WNP
17 Net Power Purchase and Sale (14) -0.7% O&M, EE Legacy and Reimbursable EE Development Program.
18 4(h)10(c) (8) -0.4% 6. Other Revenues This is primarily driven by the roll-off of the WNI
19 Generation Inputs 22 11% settlement revenues from Puget along with expiration of Clark

20 DSl Sales 5 02% capacity revenues, Hungry Horse revenues, and lower anticipater
21 Other Revenue¥ 30 15% reimbursables.

22 Revenues Sub-Total 36  17% 7. Uncertaintyincludes changes to loads, resources, generation
23 Uncertainty” 100 5.0% inputs, financial reserves and updated market price expectations
24 Load Change to Rate [1/(1+delta)] 0.2% 8. These are not final resu_lts and Initial Proposal PF Rates will change a

market and other expectations change.

25 Total Change in Net Revenue Requirem&nt 8210182 4% to 9%
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1400.0

1200.0

1000.0

800.0

600.0

400.0

200.0

0.0

-200.0 !

1,086.5

1,086.8 1,152.7 1,150.3 1,200.0 1,275.2 1,360.3

1,355.5

1,354.8 1,427.8 1,317.9

1,391.4

2011 2012 2013 2014 2016 2017 2017 2016-2017 2018-2019
Actuals Rate Case Proposed IPR Average Rate  Average
Case Proposed IPR
m Columbia Generating Station m Bureau of Reclamation m Corps of Engineers
B Renewables B Energy Efficiency m Non-Generation Operations
m Fish & Wildlife, Lower Snake River Comp Plan B NW Power & Conservation Council m Power Internal Support

m Undistributed Reduction
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Columbia Gen

Proposed spending levels for the Columbia Generating Station (CGS)

are based on Energy Northwestods 20:

2-Year Average Increase from BP-16: $14 million (a decrease from the
previous Long Range Plan)

Other Drivers for the change from BP-16:

A Fuel costs included in proposed spending levels are based on fuel purchases per
contracts/forecasts and not by escalating previous fuel purchases.

A Increased cost of employee health and other benefits; increased state generation taxes;
increased spares program funding; higher decommissioning trust fund costs.

A Escalation of regulatory fees, labor, contracts and other costs.

Columbia Generatin

Station

$306,558
22%

Actuals Rate Case Proposed IPR
($Thousands)f 2015 2016 2017 2017 2018 2019
Columbia Generating Station 318,231 262,948 322,471 319,053 271,669 341,44
Grand Total 318,231 262,948 322,473 319,053 271,669 341,44

Risks of operating at the proposed levels:
A Include emergent reliability issues, length of refueling outages, unknown regulatory requirements, and increases in

employee benefits.

0O 1 6 |
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Cor Ineers

$256,957
18%

Proposed spending levels for the Corps of Engineers (COE)

are lower than levels identified in their 5-year O&M

plan presented in the 2014 IPR; aresultof t he COEOGs b
budgeting process. This process determines the minimum

funding required to meet operating reliability and performance
requirements.

2-Year Average Increase from BP-16: $10 million

Drivers for the increase from BP-16:

A Increased routine and non-routine maintenance requirements address declining hydro AMP equipment ratings and the
continued risk of significant forced outages and loss of hydro generating capacity.

A Since last IPR, there have been multiple long-term forced outages at John Day and The Dalles.

A Costincreases are associated with expected wage increases for the ~65% of funding devoted to labor, as well as
expansion of the engineering intern program and long-term planning positions to support AlEI.

Corps of Enginee

Actuals Rate Case Proposed IPR
($Thousands 2015 2016 2017 2017 2018 2019
Corps of Engineers 230,742 243,884 250,981 250,981 256,957 256,95]
Grand Total 230,742 243,885 250,981 250,981 256,951 256,95]

Risks of operating at the proposed levels

A As the Corps continues to manage non-routine extraordinary maintenance needs within proposed funding levels, there

will continue to be reliability risk and increased O&M cost pressures. In order to keep proposed spending flat from
FY 2018 to FY 2019, multiple non-routine projects will be deferred into future rate periods.

N T E G R A T E D
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Bureau of

Bureau of
Reclamatior
$167,141

12%

Proposed spending levels for the Bureau of Reclamation (BOR) are
consistent with levels identified in the 5-year O&M plan

presented in the 2014 IPR; aresulto f t h e B ORbudgetingpsoeeksi
This process determines the minimum funding required to meet operating

reliability and performance objectives.

2-Year Average Increase from BP-16: $10 million

Drivers for the increase from BP-16:

A Like the Corps, Reclamation is facing increased routine and non-routine maintenance to
address declining hydroAMP equipment ratings and the continued risk of significant
forced outages and loss of hydro generating capacity.

A Since last IPR, there have been multiple long-term forced outages at Grand Coulee.

A In addition to expected wage increases for the ~65% of funding devoted to labor, costs continue to increase associated with
non-routine extraordinary maintenance and cultural resource mitigation.

Actuals Rate Case Proposed IPR
($Thousands 2015 2016 2017 2017 2018 2019
Bureau of Reclamation 134,284 156,819 158,121 157,621 168,179 166,107
Grand Total 134,284 156,818 158,12 157,621 168,179 166,107

Risks of operating at the proposed levels:

A As Reclamation continues to prioritize non-routine extraordinary maintenance needs within proposed funding levels, there
will continue to be reliability risk and O&M cost pressures.
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Near-Term
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for asset intervention (replacement or refurbishment).

A The FCRPS 2017-2030 Hydro Asset Strategy identifies significant benefits in

A The strategy takes a lifecycle cost minimization approach to identify the optimal time

increasing annual capital investment above the $200 million annual investment level
approved in the 2014 CIR.

A Near-term focus:

A Ramping up capability within the Corps of Engineers and Bureau of Reclamation to execute at
the higher capital program level suggested by the draft asset strategy.

A Integrating the currently executing program with the first iteration of the 5-yr System Asset Plan

(SAP).
Actuals Rate Case Proposed CIR

FY 17- 19

($Thousands 2015 2016 2017 2017 2018 2019 Total

Asset Category Direct Spending

Corps of Engineers 131,692.2] 143,246.0( 141,893.(0] 168,238.0| 164,769.0( 145,180.0 478,187.0
Bureau of Reclamation 27,643.7 80,927.0 88,325.0 67,359.0 93,200.0| 135,957.0 296,516.0
Direct Total 159,335.8] 224,173.0| 230,218.0] 235,597.0| 257,969.0 281,137.0 774,703.0
AFUDC 7,559.3 16,617.4 11,690.2 10,660.2 6,795.0 6,735.0 24,190.2
Grand Total 166,895.1] 240,790.4| 241,908.2] 246,257.2| 264,764.0| 287,872.0 798,893.2,

0 1 6 I N T E G R A T E D P R O G R A M R E V I E W
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Long-Term

A

The net present value of increased
investment grows fairly dramatically up to
a $300 million per year capital investment
level (2016 dollars), after which increases
in NPV begin to diminish.

Long-term rates analysis suggests that
power rates will be slightly lower in 2028
with a $300 million per year capital
program level relative to the 2014 CIR
program of $200 million due to higher unit
availability and slightly lower non-routine
expense.

.Il

Federal Hydro Capital

3,000 +
2,500 -
2,000 -
1,500 -
1,000 -

500 -+

Present Value (2016 Smillions)

2014 CIR $250m $300m $350m $400m
Capital Program Level
In 2016 Dollars - Ramping up to Funding Level by 2021

[ Net Present Value s=§==PV Risk Reduction  ==fll=PV [nvestment Increase

Remaining CIR
($Thousands 2020 | 2001 | 2022 | 2023 | 2004 | 2025 | 2026

Asset Category Direct Spending

Corps of Engineers 126,700 175,790 176,844 186,708 212,114 220,670 237,512

Bureau of Reclamation 179,508 155,272 160,806 157,661 139,108 137,541 127,828
Direct Total 306,208 331,062 337,650 344,369 351,222 358,211 365,340]

AFUDC 7,167 7,590 7,851 7,854 7,709 7,479 7,202
Grand Total 313,375 338,652 345,501 352,223 358,931 365,690 372,542

0O 1 6 I N T E G R A T E D P R O G R A M R E VvV | E W

15



2

ne®gy fficiey

Proposed expense funding levels for the Energy Efficiency (EE)
Program are based on achievingp u bl i ¢ p o w ethe @anservatian 1

Generation
savings targets setint h e Co uhmPoiwed s P71 along-T&R A0 Cc;rlszleVSa;izon
Regional Dialogue Policy is to pursue conservation equivalent to all 9%

cost-effective conservation in the service territories of those public utilities
served by BPA. Conservation is acquired in partnership with public utilities
BPA.

Increase from BP-16: No Increase

These funding levels support:
A Incentives for the installation of EE measures, projects, and programs.
A Program infrastructure, engineering services, customer service, and other support activities.
A Research, data collection, and evaluation of non-programmatic savings.
A Low income and tribal grants for improving energy efficiency.
A Northwest Energy Efficiency Alliance (NEEA).

Actuals Rate Case Proposed IPR
($Thousands 2015 2016 2017 2017 2018 2019
Conservation Infrastructure 15,756 101,932 104,702 27,534 27,149 27,283
Conservation Purchases O (0] Ol 77,360 76,700 76,700
Demand Response & Smart Grid 893 1,245 1,245 893 856 854
Low-income Energy Efficiency 5,248 5,336 5,422 5,422 5,523 5,627
Market Transformation 12,728 12,531 12,691 12,851 12,364 12,049
Grand Total 34,624 121, | 124,06( 124,06 122,593 122,511

Risks of operating at the proposed levels

A Reducing program development and associated research could put pressure on meeting targets in out years of the
Council 6s Seventh Power Pl an.

AReductions in travel and traini ng proviwedusiomeér sepiaecand fi@lchsappagty
and affect savings achievement.
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Power Services held spending equal to BP-16 levels while Non-

continuing to retain and hire staff. Generation
Operations
2-Year Average Increase from BP-16: Held consistent with BP-16 levels $98,774
. _ 7%
These funding levels support: °
A Asset management and commercial operations Key Strategic Initiatives (KSI) of
$8.7 million on average were included in proposed spending;
A Oversight of federal hydropower projects, contracted generating resources,
slice and fish operations;
A Power operations planning, generation scheduling, and scheduling coordination; and
A Requirements marketing, bulk marketing, and energy efficiency.
Actuals Rate Case Proposed IPR
($Thousands 2015 2016 2017 2017 2018 2019
Conservation Support 8,134 9,456 9,731 9,402 9,094 9,404
Executive & Administrative Services 4,783 4,326 4,402 4,309 4,07Q 4,155
Generation Project Coordination 5,004 7,735 7,844 6,380 6,174 6,409
Information Technology 6,190 5,805 5,91( 7,241 6,974 7,294
Operations Planning 6,781 7,10Q 7,259 8,551 8,529 8,416
Operations Scheduling 8,354 10,307 10,494 9,874 10,054 10,404
Power R&D 6,774 6,033 6,046 5,816 5,705 5,60(
Sales and Support 18,293 22,049 24,764 22,434 22,884 23,485
Slice Implementation 849 1,101 1,131 980 1,024 1,061
Strategy, Finance and Risk Management 11,984 22,624 22,254 19,164 23,787 23,011
Grand Total 77,154 96,544 99,83 94,154 98,294 99,244

Risks of operating at the proposed levels

A Reduced ability to optimize marketing short-term energy to regional and extra entities; less support to ramp up program
goals to address South of Allston peak loads; reduced contract support for the Asset Investment Excellence Initiative
which presents risk to timely achievement of initiative goals; and decreased engineering support to energy efficiency
customers and amount of quality assurance/quality control.
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The proposed spending | evel s freflectld®ésAob s
anticipatedtof ul fi | | the agencyo6s oundeithpe &GRP® n sh
and other biological opinions, the Northwest Power Act, the Columbia Basin Fish
Accords, wildlife settlements, and other agreements.

& Wildlife

Increase from BP-16: $8 million

Drivers for the increase from BP-16
A The proposed funding levels for FY2018-19 are consistent with the previous
IPR. They reflect stable funding with negotiated levels of inflation adjustments

through the term of the FCRPS BiOp and Fish Accords. They reflect the implementation of a broad set of hydro, habitat,
hatchery, and predator management actions as mitigation for the effects of federally-owned hydroelectric projects.

Fish & Wildlife
$310,743
22%

Actuals Rate Case Proposed IPR
($Thousands 2015 2016 2017 2017 2018 2019
Fish & Wildlife 258,177 267,00( 274,00( 274,000 277,00 277,00(
Lower Snake River Comp Plan 30,93 32,303 32,944 32,949 33,483 34,00
Grand Total 289,108 299,303 306,949 306,949 310,483 311,007

2 0 1 6 |

Risks of operating at the proposed levels

A There is risk that commitments could exceed the proposed spending level in a given year due to the shape of spending

(driven primarily by the flexibility allowed in the Fish Accords), despite overall costs remaining the same across multiple
rate periods.

A This funding level does not include support for certain maintenance and Best Management Practices activities at Lower
Snake River Comp Plan facilities.

A This funding level may not reflect potential outcomes from the recent federal court decision.

N T E G R A T E D

P R O G R A M R E V I E W 18



pital

Near-term

The proposednear-t er m capi t al for
the agencyods current obligations under t
agreements. The three (3) major asset categories are (1) land acquisitions for wildlife
credit, (2) hatchery construction and (3) large tributary fish passage structures.

BPAO
h e

reqgui rements

There are many uncertainties that impact the implementation of capital projects in the

Fish and Wildlife Program. Annual budgets are based on best estimates that are subject

to change given iIssues that are often out si
etc.). Accordingly, the Program focuses on the flexibility of multi-year planning and

shaping of available budgets to support work that is ready to implement.

The current near-term capital forecast does not include any new capital requirements
beyond the obligations under the Columbia Basin Fish Accord and wildlife agreements.

Rate Case
2006 | 2017

Actuals
2015

Proposed CIR
2018 | 2019

($Thousands
Asset Category Direct Spending

2017 | | FY 17- 19 Totd

Fish & Wildlife

21,373

54,800

30,800

44,602

50,533

44,000

139,134

Grand Total

21,373

54,800

30,800

44,602

50,533

44,000

139,134

O 1 6 |
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Long-term

The proposedlong-t er m capit al reqguirements f
Program also reflect the agencyos
Fish Accords and wildlife agreements through 2023.

or
currtr

Post-2023 estimates reflect professional judgment for outstanding wildlife
acquisitions and capital requirements for hatchery and tributary fish passage
inflated at the agency standard.

Similar to near-term capital, these estimates are subject to inherent
uncertainties that may require reshaping and rescheduling funds to actual
Implementation.

Remaining CIR
2023 |

($Thousands 2020 2021 2022 2024 2025 2026

Asset Category Direct Spending

Fish & Wildlife

38,033

33,599

29,047

29,291

36,014

36,738

37,454

Grand Total

38,033

33,599

29,047

29,291

36,014

36,738

37,454
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Transmission
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Transmission S e r v ipelengdry rate increase is 3 to 5 percent.

Transmission Services Is investing to save: Spending levels reflect
Investments that, if completed today, will provide greater savings to
ratepayers.

By focusing on mission-critical work, our proposal holds capital to
2014 CIR levels and limits expense level increases to $42 million.

Transmission Services organizations are responsible for planning, designing,
marketing, and operating and maintaining about three-fourths of the Pacific
Nor t hwe swoltage trénsnushkion lines to deliver electric power to more
than 12 million people across multiple states.

TransmissionSer vigomead 6 i s t o meet the Agencyao:
while ensuring the continuing safe, economic and reliable operation of the
Transmission System, now and in the future, at the lowest cost consistent with

sound business practices.
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Overview

Transmission Services applied three main principles

A Restrain spending to limit rate increases

Ve

A Focus on mission-critical work

Ve

A Make investments that provide greater savings to ratepayers if completed today

After considering these principles, Transmission was able to defer
approximately $90 million in expense.

Transmi ssi onoteh PR proposedspending level is an average of $531
million, an increase of $42 million over BP-16.

The main drivers are:

A Transmission proposes incrementally investing $18 million toward the Commercial
Operations and Asset Management key strategic initiatives.
A new special salary rate for engineers and negotiated hourly wage increase
increases costs by $16 million.
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Revenue Requirement
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Potential Transmission Revenue Requirement
FY 2018 - 2019 Average

Total

N T E G R A T E D P R O G R A M

$1.1 Billion
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IPR FY 2018-19 Average

Transmission Internal Support

18%
- FY2018-19 Average
Total $531 Million
System Operations
16%
Scheduling

2%

Non-Between Business Line/

(Non-BBL) Transmission

Acquisition and Ancillary
Services
Marketin

6%
6%
2 0 1 6 I N T E G R A T E D
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Business Support
8%

Engineering
11%

Environment Pollution
Prevention and Abatemer
1%

\Maintenance

32%
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